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1944 


Annual Report 




IN BRIEF 


7 he Aviation Corporation’s manufacturing units and associated 
companies delivered $1,233,000,000 luorth of products for war purposes. This was 
an increase of 14 percent over 1943 adjusted sales. 

'^k'The total backlog of orders for the Corporation’s plants and 
associated companies at the end of the fiscal year zuas $2,028,000,000. 

Net profits on manufacturing operations and dividend income 
of The Aviation Corporation (parent company ) totaled $3,106,179, equal to 54 
cents per capital share. 

Dividends totaling 20 cents per share were paid to stockholders 
luith respect to the 1944 fiscal year. 

Employment at the end of 1944 totaled 114,000 persons in the 
entire group of companies. 

Since Pearl Harbor, Consolidated Vultee Aircraft Corporation 
has produced 30,164 airplanes and equivalent spares. In 1944, this company pro¬ 
duced approximately one-tenth of all plane output in the United States. 

New York Shipbuilding Corporation has launched more ships 
of 10,000 tons and above during the war than any other single American shipyard. 

American Central Manufacturing Corporation, long engaged in 
making jeep and trailer bodies, as well as numerous other war products, has 
received postwar orders for jeep bodies and refrigerator cabinets, and has virtually 
completed its distributor organization for kitchen sinks and cabinets. 

% v 
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ok The employees of the various companies have made an excellent 
contribution to the war effort to which the facilities of The Aviation Corporation 
^ and its associated companies are 100 percent devoted. 
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THE AVIATION CORPORATION 


Manufacturing Units 



LYCOMING DIVISION, WILLIAMSPORT, PENNSYLVANIA 

AMERICAN PROPELLER CORPORATION, TOLEDO, OHIO 

(wholly owned subsidiary) 

REPUBLIC AIRCRAFT PRODUCTS DIVISION, DETROIT, MICHIGAN 
NORTHERN AIRCRAFT PRODUCTS DIVISION, TOLEDO, OHIO 
SPENCER HEATER DIVISION, WILLIAMSPORT, PENNSYLVANIA 


Associated Companies 



CONSOLIDATED VULTEE AIRCRAFT CORPORATION ( 29.6% of Common Stock) 

NEW YORK SHIPBUILDING CORPORATION 

( 59 . 3 % of Founders Stock , equivalent to 20 . 7 % of total equity stock) 

AMERICAN CENTRAL MANUFACTURING CORPORATION 

( 60 . 8 % of Common Stock) 


Investments 



AMERICAN AIRLINES, INC. ( 24 . 1 % of Common Stock) 

PAN AMERICAN AIRWAYS CORPORATION (9.2% of Common Stock) 
ROOSEVELT FIELD INC. ( 20 % of Common Stock) 


(Percentages indicate ownership by The Aviation Corporation) 
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Above: Consolidoted Vultee B -24 Liberator bombing Japanese bases in China. America's Air Power brings might to final Victory drive of Allies. 
Below: Sea Power in action. Great battleships of the types produced in previous years by New York Shipbuilding, move into Lingayen Gulf. 

















ANNUAL REPORT FOR THE FISCAL YEAR ENDED NOVEMDER 30, 1944 


The Aviation Corporation 


To The Stockholders of 
The Aviation Corporation: 

In the third year of the war, The Aviation Corpora¬ 
tion and its associated companies continued to con¬ 
centrate on all-out production for the armed forces. 
The important contribution made by this group of 
companies is reflected in the fact that net sales of 
war materials, after estimated contract renegotiation 
and voluntary price reductions, both of which were 
substantial, amounted to $1,233,000,000 during the 
fiscal year ended November 30, 1944. 

The products manufactured included 4-engine 
bombers, other airplane models, cruisers, aircraft car¬ 
riers, aircraft engines, propeller blades, jeep and truck 
bodies, wing sections, aircraft sections for other manu¬ 
facturers, precision parts and other specialized war 
materials. 

For the same period net sales of the Corporation’s 
own manufacturing units, namely, Lycoming, Repub¬ 
lic Aircraft Products, Northern Aircraft Products, 
Spencer Heater, and its wholly-owned subsidiary, 
American Propeller Corporation, amounted to 
$61,259,997. 

Net income of the Corporation and its wholly-owned 
subsidiary, American Propeller Corporation, for 1944 
amounted to $3,106,179, equal to *54 cents per capital 
share, after all charges including Federal taxes and a 
reduction of $4,300,000 in net sales for estimated con¬ 
tract renegotiation. Net income reported for 1944 is 
on a slightly higher percentage basis than resulted 
from the renegotiation settlement between the Cor¬ 
poration and the Army Price Adjustment Board for 
1943. Due to voluntary price adjustments and in¬ 
creased operating efficiency, it is believed no refund 
should be required in excess of the amount provided. 

♦Exclusive of the Corporation’s equity in undistributed earnings 
of associated companies amounting to 6o cents per share. 


The net income shown above for 1944 is also after 
provision of $600,000 for postwar readjustment, which 
brings such reserves, first created by the management 
in 1942 as a protective cushion, to a total of $2,000,000. 

The 1943 Annual Report showed that net income 
from the Corporation’s own manufacturing units and 
dividends on its investments amounted to $3,519,437 
and that sales totaled $72,621,507, subject to contract 
renegotiation. Under the terms of the 1943 renego¬ 
tiation settlement with the Army Price Adjustment 
Board, a cash payment of $478,550 has been made 
to the Government, and the postwar refund reduced 
by $370,695, thus reducing net income, as reported, 
by $849,245 to $2,670,192, or 46 cents per share. This 
adjustment also had the effect of reducing 1943 sales 
to $68,436,010. 

During the 1944 fiscal year, The Aviation Corpora¬ 
tion declared dividends totaling 20 cents a share. 
This amount represents two dividends on the out¬ 
standing capital stock, each of 10 cents per share, paid 
May 25, 1944, and December 26, 1944. Dividends with 
respect to the 1943 fiscal year were also 20 cents per 
share. 

The aggregate backlog of orders of the Corporation 
and its associated companies on November 30, 1944, 
was $2,028,000,000, of which the total for the Cor¬ 
poration and its manufacturing units was $37,000,000. 
The total for Consolidated Vultee Aircraft was 
$1,700,000,000; New York Shipbuilding, $273,000,000. 
and American Central, $18,000,000. At the end of the 
previous year the backlog for the Corporation and its 
associated companies was $3,677,000,000. 

The decrease in backlog was due to the normal 
leveling off of war orders. Huge, long-range orders 
placed by the Army and Navy in 1943, continued to 
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be filled in 1944, while some will overlap into 1945 and 
beyond. 

During the 1944 fiscal year, the output of war 
material by the Corporation's manufacturing units 
and associated companies continued on a high level 
despite cutbacks in certain lines where output has 
caught up with military demands. The total dollar 
value of deliveries of war materials by the Cor¬ 
poration and its associated companies amounted to 
$1,233,000,000, as indicated above, compared with 
final adjusted 1943 sales of $1,079,000,000, an increase 
of 14 percent. 

At the end of the 1944 fiscal year the number of em¬ 
ployees on the payrolls of the Corporation’s manufac¬ 
turing divisions was 6,700, compared with 8,800 the 
year before. Employment for the entire group of 
companies totaled 114,000, compared with 142,000 
the previous year. Despite the increased operating effi¬ 
ciency, the reduction in the number of employees 
presents a serious handicap to production. The Cor¬ 
poration’s operating units and associated companies 
are in need of additional manpower, and every effort 
is being put forth to acquire workers in this critical 
year of the war. 

Consolidated Vultee continued to command a dom¬ 


inant role in aircraft production by delivering 9,407 
planes and equivalent spares, or approximately one- 
tenth of the entire United States output of planes for 
the year. More Liberator-type airplanes were in action 
during 1944 than all other American-built heavy-type 
planes combined. 

Since Pearl Harbor, New York Shipbuilding Cor¬ 
poration’s deliveries of naval combat ships of 10,000 
tons and more have not been exceeded by any other 
single American shipyard. In continuing an out¬ 
standing war record, the Company was reported by the 
House Naval Affairs Committee in December, 1944, to 
be making all of its deliveries from nine to fourteen 
months ahead of schedule, with costs remaining at 
normal levels for these types of fighting ships despite 
the speed with which they were placed in action. 

American Central has continued actively in the pro¬ 
duction of jeep and trailer bodies, wing sections and 
other aircraft products. 

The Aviation Corporation, through its operating 
units, continued the manufacture of high-priority 
products consisting of aircraft engines, hollow steel 
propeller blades, precision parts for aircraft, alumi¬ 
num and iron castings and other materials vitally 
needed by the armed forces. 


INVESTMENTS 

The following table shows a comparison of dividend income received from 
investments of the Corporation during the fiscal years 1944 and 1943. 

Dividends Received 


Associated Companies: 

1944 

J 943 

Consolidated Vultee Aircraft Corporation. 

. $ 820,834 

$ 615,626 

New York Shipbuilding Corporation. 

311,100 

309,750 

American Central Manufacturing Corporation. . 

127,957 

142,092 

Investments: 

American Airlines, Inc. 

215,654 (a) 

215,653 

Pan American Airways Corporation. 

183,477 (b) 

183,477 

Roosevelt Field, Inc. 

15,000 

(c) 


$1,674,022 

$1,466,598 


(a) A dividend totaling $287,538 xuas received on December 22,1944, which is not included in the above table. 
This amount was received after American Airlines stock was split two-for-one on December 6, 1944, an( i a 
dividend of $1.00 a share on the new stock was declared equivalent to $2.00 a share on the old stock as 
compared with $1.50 a share previously paid. 

(b) A dividend totaling $183477 was received on December 23,1944, which is not included in the above table. 

(c) $15,000 was received December 15, 1943. 
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The consolidated financial statements in this report 
include the results of operations and accounts of The 
Aviation Corporation’s manufacturing divisions and 
its wholly-owned subsidiary, American Propeller Cor¬ 
poration. The consolidated earnings also include div¬ 
idend income received from investments, but do not 
reflect the Corporation’s equity in the undistributed 
earnings of associated companies, comprising Consoli¬ 
dated Vultee Aircraft Corporation, New York Ship¬ 
building Corporation and American Central Manu¬ 
facturing Corporation. The Aviation Corporation’s 
equity in the undistributed earnings of these com¬ 
panies was equivalent for the 1944 fiscal year to 60 
cents per share of its capital stock. 

The Aviation Corporation has a wide diversification 
of investments. Not only does it hold major interests 
in the production of aircraft, aircraft parts, naval con¬ 
struction and other products, but it also has substan¬ 
tial investments in the air transportation field through 
its holdings in two of the world’s leading air transport 
companies, American Airlines, Inc., and Pan Amer¬ 
ican Airways Corporation. 


On January 31, 1945, the estimated value of The 
Aviation Corporation’s investments and other net as¬ 
sets—based on market quotations where available and 
otherwise on book values — amounted to $46,585,000, 
equivalent to $8.04 per share of the Corporation’s 
capital stock, compared with $6.26 per share the year 
before. The net book value of the Corporation’s assets, 
as reflected by its balance sheet, was $26,415,000, or 
$4.56 per share on November 30, 1944, compared with 
$25,316,000, or $4.37 a year earlier. 

Comparisons of the market value on January 31, 
1945, and 1944, of our investments, per share of the 
Corporation’s capital stock, are: in the two air trans¬ 
port Companies, $3.25 against $2.41; in Consolidated 
Vultee Aircraft Corporation, $1.29 against 92 cents; 
in New York Shipbuilding Corporation, 32 cents 
against 24 cents; in American Central Manufacturing 
Corporation, 55 cents against 22 cents per share. In¬ 
vestments of the Corporation in its manufacturing 
units, together with miscellaneous net current and 
other assets, as carried on the books, aggregate $2.63 
per share, compared with $2.47 a year ago. 


CORPORATE DEVELOPMENTS 


Under the Regulation V-Loan credit agreements 
arranged by The Aviation Corporation in the amount 
of $8,000,000, and American Propeller Corporation in 
the amount of $4,000,000, all borrowings were paid in 
full during the year, but the credits remain in force to 
enable the Corporation and its subsidiary to draw 
upon them in case the need for such funds might arise. 

A supplemental Trust agreement was executed be¬ 
tween The Aviation Corporation and the Hon. Jesse 
H. Jones, trustee, covering the escrow of 143,769 shares 
(before stock was split 2 for 1) of the common stock of 
American Airlines, Inc., following the expiration of 
the former escrow agreement in July, 1944. The 


supplemental agreement extends the escrow of the 
American Airlines, Inc. stock upon the same terms 
and conditions until six months after termination of 
the present national emergency. Under the Trust 
agreement, The Aviation Corporation retains all 
rights of ownership of its stock holdings except voting 
rights. 

During the year, the Corporation modified its Con¬ 
tributory Pension Plan to meet the requirements of the 
Revenue Act of 1942, and these changes have been 
approved by the Treasury Department. These modifi¬ 
cations did not result in a material increase in cost 
to the Corporation. 


MANAGEMENT AND PERSONNEL 


During recent months changes have been made in 
the management of the Corporation which promise to 
have an important bearing on its future growth and 
development. 


On February 1, 1945, Victor Emanuel, President of 
the Corporation, became Chairman of the Board of 
Directors and the presidency was assumed by Irving B. 
Babcock, formerly Vice President of General Motors 
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Corporation, President of the Yellow Truck and 
Coach Manufacturing Company, Chairman of the 
Board of Directors of Yellow Manufacturing Accep¬ 
tance Corporation and Chairman of the Board of 
Directors of Hertz Driv-Ur-Self Companies. 

Mr. Emanuel will continue as chief executive officer 
of the Corporation, but Mr. Babcock will represent 
the interests of the Corporation in its various subsidi¬ 
aries and also will be in general charge of its operating 
divisions. 

The addition of Mr. Babcock to the organization 
greatly strengthens it because of his wide general 
manufacturing and commercial experience. He not 
only has first-hand knowledge of production, but is 
familiar with the problems of finance, sales, engineer¬ 
ing and development. It is evidence of Mr. Babcock’s 
belief in the future of The Aviation Corporation that 
he should sever his long association with the automo¬ 
tive industry to apply his executive abilities in a new 
field. His background of experience will be of value 
not only during the war, but also in the postwar pro¬ 
gram on which The Aviation Corporation will embark 
when the end of the war permits the resumption of 
normal activities. 

Although the present activities of the Corporation’s 
manufacturing divisions are wholly devoted to the 
war effort, plans are being formulated to supplement 
the production of aircraft accessories by the produc¬ 
tion of a line of consumer goods when the war is over. 


Colonel Philip J. Reilly, former General Manager of 
the Associated Merchandising Corporation, and a 
recognized expert in this field, was engaged as Direc¬ 
tor of Sales for Consumer Goods on July 1, 1944. 

It is with profound sorrow that we record the death 
of our respected friend and associate, Colonel L. B. 
Manning, who served as a member of the Board of 
Directors from April 29, 1932, until his untimely 
death in the military service of the nation on April 
9, 1944. Col. Manning, who served as President of the 
Corporation for five years between 1933 and 1938, was 
a veteran airman of the first World War. Shortly after 
Pearl Harbor, he returned to the service, first in the 
Chemical Warfare Department, and later transferred 
to the United States Army Air Corps. For his services 
as Executive Officer and later, Commanding Officer, 
of the Third Air Force Staging Wing at Hunter Field, 
Savannah, Georgia, Col. Manning was posthumously 
awarded the Legion of Merit Medal. 

It is also with profound sorrow that the Corporation 
records the death on October 27, 1944, of Major Gen¬ 
eral Walter R. Weaver, U. S. Army, retired. General 
Weaver, who, until his retirement, had been Com¬ 
manding General of the U. S. Army Air Forces Tech¬ 
nical Training Command, had a long and distin¬ 
guished career in the Army of over forty years and was 
the wearer of the Distinguished Service Medal. He 
joined the Executive Staff of the Corporation as con¬ 
sultant in October, 1943. 


STOCK OPTION PLAN 


One of the considerations which led Mr. Irving B. 
Babcock to leave his positions as President of Yellow 
Truck & Coach Manufacturing Co., and Vice President 
of General Motors Corporation was an option on 
75,000 shares of the capital stock of this Corporation 
at a price of 25 cents per share above the closing market 
price of the stock on the New York Stock Exchange on 
December 28, 1944, the date of the execution of Mr. 
Babcock’s contract of employment with the Corpora¬ 
tion. This was in line with the current practice of other 
leading corporations under the present shortage of top 
management of offering a special incentive for the 


continuing employment of specialized administrators 
and to attract others of similar qualifications to enter 
their services. Mr. Babcock’s annual compensation 
will be substantially less than his yearly earnings for 
the past three years, and will be allocated proportion¬ 
ately between the Corporation and its subsidiaries in 
the discretion of the directors of the various companies. 

Similarly, the Corporation desires to grant options 
upon the same terms and conditions to other officers 
and supervisory executives of the Corporation, now, or 
hereafter employed, who contribute to the success of 
the Corporation’s business in order to furnish a con- 
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tinuing incentive to them to devote their best efforts 
to the Corporation. 

With this end in view the Board of Directors has 
approved a stock option plan involving the reserva¬ 
tion of 375,000 shares of authorized and unissued cap¬ 
ital stock of the Corporation to be optioned for sale 
to officers and supervisory executives. These shares so 
reserved include the 75,000 shares to be optioned to 
Mr. Babcock, and the allocation of the remaining op¬ 
tions among officers and executives, now, or hereafter 
employed, is to be made by a committee of the Board 
of Directors of the Corporation composed of directors 
not connected with the management and who are 
not personally eligible to receive options. The terms 
and conditions of the options as outlined in the proxy 

RESEARCH AND 

The Corporation’s primary task is to meet or exceed 
its obligations in the war effort. 

The secondary goal — and a goal which must be 
carefully and courageously considered — is the prepa¬ 
ration for the postwar period. 

In both our primary and secondary aims, research is 
of the utmost importance. 

The airplane of tomorrow is on the drawing board 
and in the testing laboratories. It is necessary to con¬ 
sider that every airplane in combat today already is 
obsolete in the minds of designers, if not in actual 
models already being tested for operation. 

For this reason, this Corporation is of the opinion 
that the future security of the United States — and the 
peace of the world, for that matter — depends on prop¬ 
erly directed technological developments within the 
aircraft industry of the United States. 

The Aviation Corporation and its associated com 
panies will continue to devote a portion of their funds 
to the furtherance of research. 

This technological advancement must be consid¬ 
ered as extending beyond the days of victory in Europe 
and Japan and far into a future in which commercial 
and personal aviation can be expected to assume ever- 


statement, are subject to the final approval of the 
stockholders of the Corporation at the annual meeting 
in 1945, and also subject to the approval of the Salary 
Stabilization Unit of the Treasury Department. 

Without such a stock option plan it would have 
been impossible for this corporation to secure the 
services of an executive of the calibre of Mr. Babcock, 
and it is the belief of your management that the ap¬ 
proval of the stockholders in making this plan avail¬ 
able to other officers and supervisory executives will 
assist in retaining top personnel and in securing in this 
highly competitive market the services of additional 
executives who will be needed in connection with the 
postwar plans of the Corporation. 


DEVELOPMENT 

increasing importance in the economic structure of 
America and the rest of the world. 

In many nations aircraft development and manu¬ 
facturing is a government operation, but this Cor¬ 
poration affirms its belief in the American system of 
competitive enterprise. It is under that system that the 
United States achieved air superiority in this war. 
Government-sponsored competition among aircraft 
manufacturers to meet the specifications of the armed 
services, if maintained on a basis of adequate volume, 
will enable the manufacturers always to be prepared to 
equip our armed services with the best of fighting 
planes. The new developments in rocket planes, jet 
and gas turbine propulsion, and other technical 
advances show the need for continuous military 
research. 

In the civilian field, free competition for the buyer 
demand again will assure the technological develop¬ 
ments required for any product in order to meet 
public acceptance. The civilian airplane must be sold 
completely on a basis of public demand if it is to be 
an economic success. These observations apply to the 
Corporation’s non-aviation products as well as to those 
concerned with aeronautics. 
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POSTWAR OUTLOOK 


The broad economic and military developments of 
air power as the means of swift, efficient transporta¬ 
tion and communication, both domestically and inter¬ 
nationally, undoubtedly will favor peacetime growth 
of many of The Aviation Corporation’s manufactur¬ 
ing units, associated companies and other companies 
in which the Corporation holds investments. 

In the field of military, commercial and personal 
transportation, Consolidated Vultee and Lycoming 
have shown unusual skill in engineering and con¬ 
structing planes and engines to perform specialized 
tasks. With years of peace and war experience behind 
them, these two enterprises may be expected to meet 
competition with resourceful planning but, notwith¬ 
standing, an accurate forecast cannot be made on how 
much volume there will'be, especially in the immedi¬ 
ate postwar years. Other companies within The Avia¬ 
tion Corporation group possess aviation experience 


necessary to the anticipated growth of commercial and 
personal flying. 

Through diversification of products in carefully 
selected consumer goods, the Corporation’s own man¬ 
ufacturing units are developing plans looking toward 
the distribution of household and commercial prod¬ 
ucts. Also, American Central is building up an effec¬ 
tive, nation-wide distributor organization for other 
postwar products designed to fill the gap caused by 
the severe contraction that is expected to take place 
after the war in the aviation manufacturing indus¬ 
tries. 

Recently American Central received a large postwar 
order for civilian-type jeep bodies, as well as orders 
for 45,000 jeep and trailer bodies for military use. In 
addition, the company has signed a five-year postwar 
contract for all refrigerator cabinet requirements of a 
company prominent in the distribution field. 


Conclusion 


The management and employees of The Aviation 
Corporation and associated companies are proud of 
the fact that their products are continuing to perform 
vital tasks in every theatre of war. 

Our first objective in 1945 is to seek new and im¬ 
proved methods of shortening the supply lines between 
factory and the front through still greater efficiency in 
production. The war emergency, as witnessed by the 
backlog of unfilled orders in our own plants, is not yet 
over. 

Steps taken by the government late in 1944 to clarify 
policies on the termination of contracts did much to 
allay fears of postwar financial insecurity in the avia¬ 
tion industry. The joint regulation of the Army and 
Navy on contract termination provided common-sense 
methods of concluding government orders. Adherence 
to this policy should do much to promote financial 
security. 

At the same time, various government and military 
officials have made reassuring statements as to what 
government policies can be expected to prevail in 


regard to the disposal of surplus war equipment. The 
consensus is that surplus aircraft, engines and parts 
should not be permitted to stifle peacetime production 
as occurred following World War I. In that opinion, 
this Corporation heartily concurs. In order to achieve 
this expressed objective, which has such a strong bear¬ 
ing upon all postwar business and employment, the 
present Surplus Property Act of 1944 perhaps will re¬ 
quire some clarifying amendments, as applied to all 
industry, and especially to the aviation industry. 

Restoration of a sound peacetime economy will 
also depend, to a large degree, upon the tax structure 
under which risk capital will work. To permit in¬ 
dustry to function after the war in a rational economic 
atmosphere, a fair tax program should be developed 
and the carryback provisions, already in the law, 
should be retained to provide a sound financial struc¬ 
ture in order to assure postwar jobs for present war 
workers and returning soldiers. However, due to the 
effect of completions, cancellations and drastic cut¬ 
backs of present war contracts, and also the inability 
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of certain companies to reconvert immediately into 
civilian business, we recommend an immediate 
amendment to the present carryback provisions of die 
Internal Revenue Code to provide for offsetting 
against current tax payments the amount of refund 
which would result from a net operating loss or un¬ 
used excess profits carryback that the taxpayer esti¬ 
mates he will have. Excess profits tax refund bonds 
should also be made available for current tax pay¬ 
ments under similar circumstances. This would make 
available to companies engaged in war production 
certain funds to carry them over at this time and dur¬ 
ing the immediate postwar reconversion years. Other¬ 
wise many companies will have to go out of business 
for lack of working capital. 

These are some of the problems the proper solution 
of which will help preserve the enterprise system. In a 
world tortured by war and torn by social and political 
upheaval, America must hold fast to her principles of 
freedom. If competitive enterprise dies, democracy, as 
we have known it, dies with it. These two are insepar¬ 
able. 

That fact is of deep concern to every liberty-loving 
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citizen who would avoid the shackles of some form of 
state socialism. It is of concern to organized labor, 
which loses all independence under state control. It 
is of concern to agriculture, which remains the bul¬ 
wark of our traditional economic system. It is of 
concern to industry which, under the American sys¬ 
tem, has been able to make the greatest contribution 
of any system in the whole world to standards of living 
for the people and opportunities for the individual. 

Cooperation among these three great groups on 
sound measures which take into account the broad, 
long-range interest of the nation as a whole, and not 
merely segments, is of the utmost importance to the 
future of our country. 

Certainly only by statesmanlike and realistic ap¬ 
proaches to the economic problems confronting us can 
the nation hope to meet postwar problems of recon¬ 
version and employment. 

In the belief that enterprise in America will be 
allowed to live and breathe after the war, the Corpora¬ 
tion s manufacturing units and those of its associated 
companies are drafting programs which we hope wil 1 al¬ 
low them to function progressively when victory is won. 

BY ORDER OF THE BOARD OF DIRECTORS, 

Victor Emanuel, 

Chairman 


(Copies of the separately printed annual reports of Consolidated Vultee Aircraft Corporation, New York 
Shipbuilding Corporation and American Central Manufacturing Corporation may be had upon request 
to The Aviation Corporation, 420 Lexington Avenue, New York 17, N. Y.) 
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The PB4Y-2 "Privateer/' latest land-based patrol bomber built for the Personal flying is expected to rise sharply after the war. Above 

Navy. Top speed, over 250 miles per hour; range, well over 3,000 miles is postwar model of the Stinson Voyoger 125, a four-place craft 
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Catalina flying boat on scouting mission in the Aleutians, where 
constant vigilance from air was necessary to check-mate the Japs 


CONSOLIDATED VULTEE AIRCRAFT CORPORATION 


l opping all previous production records, Consoli¬ 
dated Vultee Aircraft Corporation in 1944 delivered 
131,000,000 pounds of airplanes, as compared with 
126,000,000 pounds in 1943. 

During the year Consolidated Vultee produced 
9,407 aircraft and equivalent spares to bring to 30,164 
its total production of military aircraft since Pearl 
Harbor. Of the year’s total, which was approximately 
one-tenth of the entire nation's aircraft output, 4,976 
were four-engine heavy bombers and transports, in¬ 
cluding 4,461 Liberator B-24 bombers. 

In the past year Consolidated Vultee delivered 25 
per cent of all heavy bombers produced in this coun¬ 
try, boosting the number of Liberator-type airplanes 
in action to a combined total higher than that of all 
other American-built heavy bombers. 

While Catalinas, Coronados and other Consolidated 
Vultee built airplanes figured, prominently in Allied 
air battles, it was the veteran Liberator in its role as 
bomber, search plane and transport for both the Army 
and the Navy, and for other Allied air forces, which 
won signal recognition. Under a half-dozen different 
designations, including B-24, PB4Y-1 and C-87, the 
Liberator proved itself on every front. 

Production of the Privateer PB4Y-2, which uses the 
Davis high-lift wing, was announced during the latter 
part of the year. Built for the Navy, the Privateer has 


a range of 3,000 miles, can stay aloft over 20 hours, 
and is considered one of the most efficient long-range 
search planes in existence. At the beginning of 1945, 
two new contracts totaling $85,000,000 were signed 
with the Navy for the delivery of these planes. 

Censorship restrictions were recently relaxed to per¬ 
mit announcement that Consolidated Vultee is now 
engaged in production of a new super bomber, the 
Dominator B-32, at its San Diego and Fort Worth divi¬ 
sions. This airplane is a companion to the famous B-29. 

Additional details were released on the Model 37, a 
huge six-engine pusher-type airplane capable of car¬ 
rying upwards of 200 commercial passengers nonstop 
across the Atlantic. 

Consolidated Vultee’s first personal aircraft design 
for entry into the postwar sales market was exhibited 
at a midwest aviation meeting in December. Called 
the Stinson Voyager 125, the aircraft is powered by a 
125-h.p. Lycoming engine, cruises at 115 miles an 
hour, and has a range of 480 miles. In addition to the 
pilot it carries two or three passengers, with ample 
space for baggage. 

During the year, Consolidated Vultee’s 11 man¬ 
ufacturing divisions were engaged in production of 14 
different types of aircraft ranging from the small 
Sentinel “flying jeep’’ liaison plane to the giant Dom¬ 
inator B-32 super bomber. 











Above: A view of the vast shipbuilding yards at Camden, New Jersey 
showing two aircraft carriers under construction in the foreground. Below: 
Launching the U. S. S. Macon at Camden. Workers watch with pride as the 
great cruiser slips majestically into the Delaware from the launching ways 
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NEW YORK SHIPBUILDING 
CORPORATION 


Since Pearl Harbor the deliveries of naval com¬ 
batant ships of 10,000 tons and above by New York 
Shipbuilding Corporation have not been exceeded by 
any single American Shipyard. The fighting ships 
built by the Corporation have therefore been heavily 
represented in the historic fleet engagements of the 
U. S. Navy during the War. 

These vessels have been delivered far ahead of con¬ 
tract dates and the last report of the House Naval 
Affairs Committee referred to New York Shipbuild¬ 
ing’s deliveries as being from 9 to 14 months in ad¬ 
vance of original schedules. Actually many of these 
vessels participated in naval battles in the far Pacific 
prior to their contract delivery dates. In addition to 
the fighting fleet built by New York Shipbuilding at its 
Camden yard there has been an impressive number of 
duplicate combatant ships built by other yards during 
this period to New York Shipbuilding designs. Among 
battleships and others so constructed all of the 10,000 
ton cruisers delivered by all other yards since Pearl 
Harbor have been built from detail design plans pre¬ 
pared and furnished by the New York Shipbuilding 


design offices. 

New York Shipbuilding has received numerous 
letters of commendation from the Navy Department 
for the speed with which these emergency programs 
were carried out. Among these, special commendation 
was given for the delivery of nine airplane carriers of 
“SUN SETTER” fame that reached combat areas 
when the need for additional carriers was most acute. 
The Navy Department has made the fifth consecutive 
“E” Award “for production achievement” to the 
Corporation. 

Details of construction under way are restricted for 
reasons of national security. However, it is permis¬ 
sible to state that the present backlog of naval ships 
now under construction will keep the yard busy for 
many months. The future for naval construction is 
perhaps best expressed by the September 6th message 
of Secretary of the Navy Forrestal, stating: “The de¬ 
feat of Germany will bring about no demobilization 
of the Navy. On the contrary the Navy is expanding 
and will continue to expand. The Navy cannot 
demobilize until Japan is defeated.” 





(t * 


Hundreds of workers flow from New York Shipbuilding yards. This is part of the 
home-front army making possible America's enormous war production record 


Another cruiser commissioned. The crew stands at attention on the quarter¬ 
deck as National Anthem is played at close of formal Navy ceremonies 
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Assembly line for production of Liberator B-24 outer wing sections. U-shaped 
production line permits easy handling throughout assembly stage 


Assembling trailer bodies at American Central plant. Contracts 
for civilian-type postwar jeep bodies await the end of the war 














AMERICAN CENTRAL MANUFACTURING CORPORATION 


The year 1944 at American Central Manufacturing 
Corporation, Connersville, Indiana, lias been one of 
continued production for war. With sales volume up 
substantially over 1943, the company’s sustained em¬ 
phasis on war production was also reflected by the 
award in July of the Army-Navy “E”. In January, 1945, 
a star was added to this award. 

Announcement of a substantial order for postwar 
jeep bodies from Willys-Overland was matched by 
additional year-end orders for 45,000 jeep and trailer 
bodies for military use, and for added quantities of 
aircraft parts including wing sections, bomb-bay 
panels, turrets and collector rings. 

Plans for a return to the postwar manufacture of 
kitchen sinks and cabinets were heralded by a con¬ 
sumer survey of housewives sponsored by American 
Central, in conjunction with Parents’ Magazine, to 
determine consumer trends in this field. Concurrently, 
distribution plans of American Central for “packaged” 
kitchens after the war were crystallized by the fran¬ 
chising of some 77 leading kitchen equipment distrib¬ 
utors in principal cities throughout the country. 

As the year ended, negotiations were well under 


way to purchase the plant and equipment of the Steel 
Kitchens Corporation for $250,000. This plant imme¬ 
diately adjoins the present manufacturing facilities of 
American Central and will provide 70,000 square feet 
of additional space needed for present war work. It 
will also provide an addition of 12 acres of land con¬ 
templated as advantageous when mass production of 
kitchen equipment can be undertaken. 

Raymond Loewy, outstanding industrial designer, 
was retained to design and style the new sink and 
cabinet lines and to assure American Central a place 
in the forefront of consumer acceptance. 

With a postwar order for refrigerator cabinets from 
a large distributing corporation, which has a five-year 
program in prospect, and a large pent-up demand for 
kitchen equipment in new and remodeled homes as 
indicated by surveys, the American Central outlook 
for immediate postwar business is better than it was 
before the war. 

Still 100 per cent engaged in war production, the 
company anticipates with confidence the success of its 
reconversion plans, and a continued period of good 
business and employment when the war is over. 


*9 



Women are employed extensively in the welding of exhaust manifolds Kitchen sinks and cabinets, artfully designed to give greatest efficiency, 

for bombers at the Connersville plant. Their efficiency rating is high are American Central products which will be built again at war's end 
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LYCOMING DIVISION 


Production at the Lycoming Division plant at Wil¬ 
liamsport, Penna., has been above average during the 
past year. Engine production at this plant has been 
mainly of the opposed series models which have 
attained leadership in their field. 

This production output was achieved despite the 
discontinuance of the radial engine because of the 
sharp cutback in the training plane program. 

In a move to provide for the licensing and assembly, 
under a plan approved by the Army for the manufac¬ 
ture and sale of Lycoming 0-435-1 and 0-435-2 six- 
cylinder horizontally opposed air-cooled aircraft 
engines and spare parts in the Republic of China, 25 
Chinese students are now engaged in a year’s training 
program at this plant. These men will return to China 
as key personnel under the agreed-upon licensing ar¬ 
rangement for production of the Lycoming engine 
there. 

In the past year, subcontract work continued in 
increasing amounts. Numerous parts for two types of 
high-powered aircraft were produced in volume. 
Four-bladed propeller hubs, tank shoes, rods and 
crankshafts for auxiliary power units, parts for units 
of a machine which is still on the restricted list and 
sundry other products were turned out in volume on 
the modern production lines of the division. 

Research and development continued on a number 
of projects centering around the opposed and liquid- 
cooled-type engines, both for military and civilian use. 

A recent survey showed that a majority of manufac¬ 
turers planning to do volume business in light planes 
after the war, have completed models powered by 
Lycoming, or have designs based on the use of the 
Lycoming engine. 
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AMERICAN PROPELLER 
CORPORATION 


Increasing quantities of hollow steel propeller 
blades required by the Army and Navy, primarily for 
installation on the Navy SB2C Hell Diver plane and 
the Army P-39 Airacobra plane, kept American Pro¬ 
peller Corporation at Toledo, Ohio, in continuous 
high-level production throughout the year. 

During the latter months of the year, greater 
monthly production deliveries were made than at any 
other time since the plant began operating in 1942. 

However, due to cancellations and cutbacks, busi¬ 
ness declined sharply in January, 1945, and probably 
will continue at a low level during the remainder of 
the first quarter. Thereafter, new orders recently re¬ 
ceived should again increase volume to normal levels, 
unless further cancellations or cutbacks occur due to a 
change in military or naval requirements. 

Since the beginning of these operations, approxi¬ 
mately 75,000 hollow steel propeller blades have been 
delivered to the Army and Navy. 

In recognition for its high inspection record, the 
Corporation received the Army “A” award in October 
for quality control methods in manufacturing. 

During the past year, experimental models of so- 
called paddle blades were manufactured and tested. 
Preparations are now being made to go into produc¬ 
tion on three new models of blades for Army and Navy 
combat planes. 

* This division has performed an exceptionally im¬ 

portant war production job, and has been responsible 
I for many favorable developments. Operations of this 

plant have been profitable, even though it has supplied 
propeller blades to the Government at a record low 
unit cost. 
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REPUBLIC AIRCRAFT 
PRODUCTS DIVISION 



The hard tappet line at the York Street plant of 
Republic Aircraft Division at Detroit, Michigan 


J-j ■ 


n 

R; 

IKli 

i»i 

lay 

m «! 


This division’s two plants were given the assignment 
in 1944 of manufacturing some of the most important 
parts in the new high-powered and efficient engines 
used exclusively in the gigantic B-29 bombers and 
long-range pursuit planes. 

The vital hardened and precision ground parts 
necessary in the assembly of Wright Aeronautical and 
Pratt 8c Whitney engines which power military planes 
have been the principal war work of these plants 
located in Detroit, Michigan. 

Both manufacturing centers of the Republic Air¬ 
craft Products Division have met schedules set by the 
Government for parts made according to the very 
highest standards of precision. 

Great strides have been made in the adaptation and 
development of methods of manufacture and inspec¬ 
tion to attain the high degree of perfection required. 
New equipment of modern design has been added to 
the already well-equipped plants to meet these ad¬ 
vanced requirements. 

When silver plating was specified to meet the tre¬ 
mendous wear and strain of vital engine parts under 
grueling tasks on long and frequent bombing trips, 
Republic designed and installed a model silver plating 
plant which is considered an outstanding achievement 
in the industry. 

Under the stress of additional war needs, female 
employees have been trained to take the places of a 
great number of men released to enter the armed 
forces. 

Despite cutbacks in certain lines of products where 
the output has exceeded military demands, production 
is again advancing in this division’s plants which are 
producing parts for the modern, high-horse-power 
engines. 
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NORTHERN AIRCRAFT 
PRODUCTS DIVISION 


From a modest start early in 1943, this division 
developed in 1944 into a sizeable producer of high- 
precision parts for aircraft engines and propellers. The 
operation of this plant is unique due to the fact that 
all production operations and inspection are per¬ 
formed by women workers, male help being used solely 
for supervision, set-up, maintenance and tool work. 

Under the specialized training program provided 
by the plant, new employees are introduced to the 
vocational training expert assigned to the floor on 
which the new employee will work. This vocational 
trainer familiarizes employees with the general layout, 
introduces them to their foremen, and instructs them 
thoroughly in the operation which they are to per¬ 
form. 

Particular measures have been inaugurated to pro¬ 
vide the ultimate in safety for employees, and the 
machines which they operate are not turned over to 
them until they are thoroughly familiar with all func¬ 
tions, including use of the gauges and measuring tools 
in order to assure satisfactory results. Many of the 
parts are machined to dimensions calling for five ten- 
thousandths of an inch limit. 

Management is proud to announce that due to 
specialized training and excellent morale a high level 
of production has been reached by the employees. 

Schedules have been stepped up in many instances 
more than 50 per cent in the past six months and 
employment has increased to more than 600 persons. 

■ 
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About 14 percent of Spencer Heater employees ore women. Here is 
a woman coremaker who started working at Spencer 20 years ago 


SPENCER HEATER 
DIVISION 

During the year 1944, the Spencer Heater Division 
showed the greatest volume of production and sales 
in its history, using 13 per cent less personnel than in 
1943. 

Production in the grey iron foundry during the 
past year has been devoted to producing castings for 
Army, Navy and Maritime requirements mainly in 
the manufacture of castings for Army transport trucks, 
Diesel engines, cargo and armored transport vessels, 
pressure valves and similar work. 

Spencer Heater has been producing condensers, 
bulkheads and ramps for Maritime and Naval use. 
Spencer Heater also continues to supply Army bases 
and emergency industrial and housing projects with 
low pressure heating units along with many special 
items required by the armed forces. 

Research and engineering departments have been 
developing new, modern and technical ideas to be 
introduced in the postwar household and industrial 
heating field. These new heating units will permit 
Spencer Heater to distribute in large territories that 
heretofore have been undeveloped as markets for its 
products. 

Over $600,000 was recently authorized by the De¬ 
fense Plant Corporation for the modernization of the 
Spencer Heater foundry, which, when completed will 
be one of the most modern in its industry. These funds 
will permit the Division to improve its truck parts 
production. 
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THE AVIATION CORPORATION AND S U B S I 

Consolidated Balance Sheet 

AT NOVEMBER 3 0 , 1 9 4 4 
Assets 


Current Assets: 

Cash on hand and demand deposits. 

Cash in special bank account (use restricted to a certain U. S. Government subcontract) 


Accounts receivable (Note 1): 

U. S. Government . $3,443,339 

Other trade accounts . 1,929,511 

$5,372,850 

Less: Reserve for doubtful items. 116,612 


Inventories — work in process, materials, parts and supplies, at the lower of cost or market 
Total current assets. 


Investments, at or Below Cost (value based on market quotations — $28,625,576) (see accompany¬ 
ing statement for details) . 


Other Assets: 

Accounts receivable from U. S. Government (1944 to 1947) for emergency plant 
facilities (of which $562,383 is assigned as security to 2]/ 2 % installment note 

payable) .*.. 

Post-war refund of excess profits tax. 

Miscellaneous non-current notes and accounts receivable (partly secured) (Note 2) 

Property, Plant and Equipment, at Cost (Note 3): 

Land . 

Buildings and improvements. 

Machinery and equipment. 

Furniture, automobiles, etc. 

Less : Reserves for depreciation and amortization (Note 3). 

Deferred Charges (prepaid taxes, insurance, etc.). 


$ 748,176 
684,143 
287,116 


$ 76,370 

1,116,784 
2,308,711 
193,786 
$3,695,651 
1,987,688 


Reference is made to the accompanying notes. 


DIARY 


$10,458,746 

1,029,681 


5,256,238 

3,963,756 

$20,708,421 

11,786,610 


1,719,435 


1,707,963 

127,633 

$36,050,062 
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the aviation corporation and subsidiary 


Consolidated Balance Sheet 

AT NOVEMBER 3 0 , 1 9 4 4 
Liabilities, Capital Stock and Surplus 


Current Liabilities: 

Accounts payable — trade . 

Dividend payable December 26, 1944. 

Liability for renegotiation refund — year 1943 (Note 4). 

Provision for renegotiation refund — year 1944 (Note 5). $ 4,300,000 

Federal income and excess profits taxes (subject to final determination with the 

Treasury Department) . 6,534,106 

$10,834,106 

Less: U. S. Treasury Tax Notes. 8,871,897 

Accrued liabilities: 

Salaries and wages. $ 651,244 

Other taxes.•. 743,353 

Sundl T . 179,325 

Customer’s deposit. 

Total current liabilities.. 


2}4% Installment Note Payable to Bank (1944 to 1946) (secured by account receivable from U.S. 
Government for emergency plant facilities). 

Reserve for Post-War Readjustment (Note 6). 

Capital Stock, Par Value $3 Per Share: 

Authorized - 7,500,000 shares 

Issued and outstanding — 5,793,513 shares. 


Surplus: 

Capital surplus (paid-in) — no change during year. $ 6,147,473 

Earned surplus since December 31, 1932 (per accompanying statement) (Notes 
5 and 7) . 2,886,968 


Reference is made to the accompanying notes. 


$ 1,275,954 
579.351 
478,550 


1,962,209 


1,573,922 
1,202,713 
$ 7.072,699 


562,383 

2,000,000 


17,380,539 


9,034,441 

$36,050,062 
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THE AVIATION CORPORATION AND S 0 0 S I D I A R Y 


Statement of Consolidated Income and Earned Surplus 

For the Year Ended November 30, 1944 


Net Sales (after provision of $4,300,000 for renegotiation refund — Note 5). $61,259,997 

Dividends Received (including $1,259,891 from associated companies — Note 11). 1,674,022 

Other Income (interest earned, etc.). 152,069 

$63,086,088 


Costs and Expenses: 

Cost of sales. 

Selling, advertising and service expenses. 

General and administrative expenses. 

Federal capital stock and state corporate taxes. 

Amortization of goodwill . 

Interest paid, etc. 

Federal income and excess profits taxes (subject to final determination with the 


Treasury Department): 

Normal income tax and surtax. $1,100,000 

Excess profits tax (less debt retirement credit of $385,000 and 

post-war refund of $170,000). 5,000,000 

Provision for post-war readjustment (Note 6). 


$50,075,340 

840,693 

1,544,624 

383,365 

294,343 

141,544 


6 , 100,000 

600,000 


Net Income for the Year Ended November 30, 1944 (Note 5) 


59,979,909 
$ 3,106,179 


Earned Surplus Since December 31, 1932: 

Balance at November 30, 1943 . $ 1,788,737 

Deduct: Adjustment resulting from renegotiation of war contracts for ihe year 

ended November 30, 1943 (Note 4). 849,245 ( # ) 


Balance at November 30, 1943, as adjusted. 939,492 

$ 4,045,671 

Dividends declared during the year ended November 30,1944 — 20 cents per share in cash. . . . 1,158,703 

Balance at November 30, 1944 (Notes 5 and 7).. $ 2,886,968 


(*) The above renegotiation adjustment has the effect of reducing the net income reported 
for the year ended November 30, 1943 from $3,519,437 to $2,670,192. 


Reference is made to the accompanying notes. 
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THE AVIATION CORPORATION AND S 0 B S I D I A R V 

Statement of Investments 

At November 30, 1944 


Securities of Associated Companies (Note 11): 

Consolidated Vultee Aircraft Corporation — common 
stock, par value $1 per share. 

New York Shipbuilding Corporation — founders stock, 
par value $1 per share. 

American Central Manufacturing Corporation — com¬ 
mon stock, par value $1 per share. 

Other Security Investments: 

American Airlines, Inc. — common stock, par value $10 
per share (Note 9). 

Pan American Airways Corporation — common stock, par 
value $5 per share. 

Roosevelt Field, Inc. — common stock, par value $5 
per share. 

Miscellaneous. 


Number 

of 

shares 

Percent 

of 

total 

issue 

Amount 
at which 
carried in 
balance sheet 
(at or 

below cost) 

Value 
based on 
market 
quotations 
at 

Nov. io, 1944 




(•*) 

410,417 

29.61 

$ 5,299,014 

$ 6,823,183 

103,700 

59.26 (*) 

2,469,956 

1,711,050 

213,262 

60.83 

817,596 

2,559,144 



$ 8,586,566 

$11,093,377 

143,769 

24.08 

$ 1,797,113 

$11,501,520 

183,477 

9.20 

1,360,131 

5,848,329 

60,000 

19.96 

30,000 

180,000 


12,800 

2,350 

$ 3,200,044 

$17,532,199 

$11,786,610 

$28,625,576 


( # ) The Corporation owns 59.26% of the founders stock (voting) of this company but only 20.74% of the total 
of founders stock and participating stock. On the basis of the number of shares of each class now outstanding, 
the participating and founders stock have equal rights on a share for share basis in respect of dividends 
and assets although the participating stock has no voting rights. 

( # *) Unrealized appreciation on investments based on market quotations (which are not necessarily the amounts 
realizable on immediate sale) amounted to $16,838,966 at November 30, 1944 as compared with $8,233,372 
at November 30, 1943, these amounts being before provision for federal income taxes which would be 
payable if the investments were sold. 


Reference is made to the accompanying notes. 
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T H E 


AVIATION 


CORPORATION 


A N D 


SUBSIDIARY 


Notes to Financial Statements 


Note 1 : Accounts receivable include war contract ter¬ 
mination claims carried at $631,681 after deduction of 
$1,056,968 partial payments received. Substantially all 
of such claims have been settled since November 30, 
1944 for the amount at which carried at that date. 

Note 2 : Miscellaneous non-current notes and accounts 
receivable (partly secured) include a note receivable of 
$250,000 and an account receivable of $15,116 from an 
officer of an associated company. 

Note 3 : Property, plant and equipment includes 
$2,218,454 of emergency facilities, acquired for use in 
performing war contracts, amortization of which is be¬ 
ing provided at the rate of 20% per year. The accumu¬ 
lated reserve for amortization of such facilities amounts 
to $1,310,865 at November 30, 1944. 

Provision was made during the year ended November 
30, 1944 for amortization of emergency facilities in the 
amount of $435,441, and for depreciation and amortiza¬ 
tion of other property, plant and equipment in the 
amount of $165,030. 

A material portion of the plant facilities used by the 
Corporation and its subsidiary in performing war con¬ 
tracts is leased from the U. S. Government. 

Note 4 : The amount which the Corporation and its 
subsidiary have agreed to refund to the U. S. Govern¬ 
ment for the year ended November 30, 1943 pursuant 
to the laws relating to the renegotiation of war contracts 
has been charged to earned surplus as follows: 

Gross refund.$4,185,497 

Applicable federal excess profits 
tax paid. 3,706,947 

Net refund to be paid in cash.... $ 478,550 

Reduction in applicable post-war 
refund of excess profits tax. . . 370,695 

Net charge to earned surplus. . . .$ 849,245 


Note 5 : Provision has been made, by reduction of sales 
for the year ended November 30, 1944, for a gross 
renegotiation refund of $4,300,000 for such year, thereby 
reducing net income (after taxes) by $1,060,000. Rene¬ 
gotiation proceedings have not been commenced and 
the Price Adjustment Board has given no indication as 
to the amount of refund which may result from such 
proceedings. If a refund were required on the same 
general basis as the settlement for the preceding year, 
there would be a further reduction of approximately 
$300,000 in net income (after taxes). It is the opinion 
of the Corporation’s officers that, because of price reduc¬ 
tions and production accomplishments during the 
year, no refund should be required in excess of the 
amount provided. 

Note 6 : The reserve for post-war readjustment was 
created by the management as a provision against cost 
of transition from wartime to peacetime operations. 

Note 7 : The Corporation and its subsidiary had no 
outstanding indebtedness at November 30, 1944 under 
Regulation “V” Loan agreements which provide re¬ 
volving credits of not to exceed $12,000,000 until April 
1, 1946. So long as the loan agreements are effective, 
the Corporation has agreed, among other things, not 
to declare or pay dividends (unless payable in capital 
stock of the Corporation) in any fiscal year in excess of 
50% of the consolidated net income for such fiscal year. 

Note 8 : There are no suits or claims pending which, in 
the opinion of counsel, will result in any material loss 
or expense to the Corporation or its subsidiary. 

Note 9 : The Corporation’s investment in common stock 
of American Airlines, Inc. has, with the approval of the 
Civil Aeronautics Board, been deposited with a trustee 
under a trust agreement which does not permit such 
stock to be voted but which imposes no restrictions on 
the receipt of dividends or the Corporation’s right to 
sell such stock. Upon expiration of the trust agreement 
six months after the termination of the present national 
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THE AVIATION CORPORATION AND SUBSIDIARY 


Notes to Financial Statements 


emergency, it shall be open to the Civil Aeronautics 
Board to review the future retention of the aforesaid 
American Airlines, Inc. stock by The Aviation Corpora¬ 
tion, either through a trust agreement or otherwise, in 
accordance with any power or authority regarding the 
same which the Board may have. 

Note io: On December 28, 1944 the directors author¬ 
ized, subject to the approval of the Corporation’s stock¬ 
holders at the annual meeting to be held in March, 
1945, the reservation of 375,000 shares of the Corpora¬ 
tion’s authorized and unissued common stock to be 
optioned for sale to officers and supervisory executives 


of the Corporation, of which, subject to the approval of 
the Salary Stabilization Unit of the Treasury Depart¬ 
ment, an option was granted to purchase 75,000 shares. 
The option price for such shares is $5.75 per share 
(which is $.25 per share above the quoted market price 
on December 28, 1944). The option expires December 
31, 1947 and may be exercised or disposed of on or 
after October 1, 1945 with respect to 1/3 of the optioned 
stock, on or after January 1, 1946 with respect to an 
additional 1/3 of the optioned stock and on or after 
January 1, 1947 with respect to the balance of the 
optioned stock with certain limitations in the case of 
death or termination of employment of the optionee. 


Note //; The following information is submitted in 
regard to the Corporation’s equity in associated com¬ 
panies: 



Equity in 
earnings 
for 1944 
fiscal 
year 

Dividends 

received 

during 

*944 

fiscal 

year 

Equity in 
undistributed 
earnings 
for 1944 
fiscal year 

Equity in 
undistributed 
earnings 
since 
date of 
acquisition 

Equity in 
net assets 
at end 
of 1944 
fiscal 
year 

Consolidated Vultee Aircraft Corpora¬ 






tion (fiscal year ends November 30th) 

$3,609,689 

$ 820,834 

$2,788,855 

$5,428,042 

$11,155,218 

New York Shipbuilding Corporation 
(fiscal year ends December 31st). 

686,693 

.311,100 

375,593 

1,649,585 

3,042,789 

American Central Manufacturing Corpo¬ 
ration (fiscal year ends November 30th) 

420,785 

127,957 

292,828 

446,471 

1,524,529 


$4,717,167 

$1,259,891 

$3,457,276 

$7,524,098 

$15,722,536 
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NEW YORK 
CHICAGO 
DALLAS 
KANSAS CITY 
LOS ANGELES 
MILWAUKEE 
PITTSBURGH 
TULSA 

LONDON. ENGLAND 


Arthur Young & Company 
Accountants and Auditors 
1 Cedar Street 
New York 5, N. Y. 


To the Board of Directors and Stockholders 
The Aviation Corporation: 

We have examined the consolidated balance sheet of The Aviation Corporation 
and Subsidiary at November 30, 1944 and the statement of consolidated income 
and earned surplus for the year then ended, have reviewed the system of internal 
control and the accounting procedures of the Companies and, without making a 
detailed audit of the transactions, have examined or tested accounting records of 
the Companies and other supporting evidence, by methods and to the extent we 
deemed appropriate. It was not practicable to confirm receivables from the U. S. 
Government, as to the substantial accuracy of which we satisfied ourselves by other 
means. Our examination was made in accordance with generally accepted auditing 
standards applicable in the circumstances and included all procedures which we 
considered necessary. 

In our opinion, subject to the adequacy of the provision for renegotiation refund 
for the year ended November 30, 1944, the status of which is set forth in Note 5 to 
the financial statements, the accompanying consolidated balance sheet and state¬ 
ment of consolidated income and earned surplus present fairly the position of 
The Aviation Corporation and Subsidiary at November 30, 1944 and the results of 
their operations for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding 
year. 


Arthur Young & Company 


New York, N. Y. 
February 15, 1945. 
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